dei.vary tI tnisz Agreement or the perIcrmance of
itz :ziizat.zns ~ereunder, in vieolation ci any
licenses, :upiicenses and other agreements as to
whizn I <r any of ics Subsidiaries 1s a party and
pursuant T wWnlzh it or any Subsidiary is
autncziz=2qa =T Juse any third-party patents,

tragemarxs, service marks, and copyrignts ("IThird-
Bar-- ’*"ai’«arw:al Droperty Bign:");

(B) 5 the actual knowledge of the Company, no
claims as of the date hereof with respect to (I)
the patents, registered and material unregistered
trademar s and service marks, registered
copyrignts, trade names, and any applications
therefior ownea ty it or any its Subsidiar:es (the
"Qwned _oreiiaccual Dwmpar=y Rights'':; (II) any
traqe :za2crecs naterial to it; or (III) Third-Party
Inteilactual Properry Rights are currently pending
or, to the xnowledge of its executive officers,
are threatened by any Person; and

(C) to the actual knowledge of its executive
officers, there is no unauthorized use,
infringement or misappropriation of any of the
Owned Intellectual Property Rights by any third
party, including any of its or any of its
Subsidiaries' employees or former employees.

(3) Severance Payments. No payments to be made
to any of the cfficers and employees of the Company or its
Subsidiaries as a resuit of the consummation of the Merger

will be subject to the deduction limitations under 3Section
280G of the Code.

$.3. BRepresentations and Warranties of SBC and
Merger Sub. Except as set forth in the corresponding
sections or subsections of the SBC Disclosure Letter, SBC,

on behalf of itself and Merger Sub, hereby represents and
warrants to the Company that:

(a) Capital Structure. (i) The authorized
capital stock of SBC consists of 2,200,000,000 shares of SBC
Common Stock, of which 918,627,275 shares were issued and
outstanding and 13,831,028 shares were held in treasury as
of the close of business on December 30, 1997; and
10,000,000 shares of Preferred Stock, par value $1.00 per

share (the "SBC 2reforrad Shares"), of which no shares were
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outstanding zs <= <
1997. All 52 -he cutsstanaing
have been <uly authorized and are validly issued, Iully paid
and nonassessapble. SBC nas no snares cf SBC Common Stock or
SBC Preferred Shares reserved Ior ilssuance except :that SBC
has r-eservea nc more than .0,000,000 SBC Freferred Shares
for issuance gursuant <o the Rights Agreement, dated as of
January 27, 1989, between SBC and American Transtecn, Inc.,
as Rights Agent, as amended by the Amendment of Rights
Agreement, dated as of August S, 1992, between SBC and The
Bank of New York, as successor Rights Agent, and the Second
Amendment of Rights Agreement, dated as of June 13, 1994,
between SBC and The Bank of New York, as successor Rights
Agent (as amended, the "SBC 2ights Agreement”). Each of the

outstanding shares of capital stock of each of EBC's

Significant Subs:diar:es s duly authorized, —ralidly issued,

fully paid and nonassessaple and cwned by SBC or a direct or
indirect wholly-owned subsidiary of SBC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except pursuant to SBC's Senior Management
Long Term Incentive Plan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
SBC pursuant to the merger of SBC Communications (NV), Inec.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "SBC Stock Slans"), neither SBC nor
any of its Subsidiaries has any obligation with respect to
any preemptive or other outstanding rights, options,
warrants, conversicn rights, stock appreciation rights,
redemption rights, repurchase rights, agreements,
arrangements or commitments tO issue or to sell any shares
of capital stock or other securities of SBC or any of its
Significant Subsidiaries or any securities or obligations
convertible or exchangeable into or exercisable for, or
giving any Person a right to subscribe for or acquire, any
securities of the Company or any of its Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SBC does
not have outstanding any bonds, debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for securities having the
right to vote) with the stockholders of SBC on any matter.

usiness cn Cecempber Il

.'¢¢

snares of SB8C Zommon Itock

(ii) The authorized capital stock of
Merger Sub consists of 1,000 shares -of common stock, par
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vaiuve $S1.00 cer
outstanding. =
stock of Merger
owned by SBC, :

31l of which are validly issued and
e issued and cutstanding capital
and at -he t£ffective Time will be,

[4
:nd there are (i) no other shares of capital
StOCk or cther —w2ting s

g securities cf Merger Sub, (ii) no
securities cZ Merger Zub convertible into or exchangeable

for shares c<f carital stock or other voting securities of
Merger Sub and {(iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other voting securities or securities
convertible into or exchangeable for capital stock or other
voting securities of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effective Time will have no, assets,
liabilities or obligations of any nature other than those
incident to i:s formaticn and pursuant =0 this Agreement and

the Merger ana the other transactions contemplated by this
Agreement.

(b) a 2 iew- A Taj

SBC and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action
necessary in order to execute, deliver and perform its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the SBC
Required Consents, the Merger. Each of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by SBC and Merger Sub and is a valid and binding
agreement of SBC and Merger Sub, enforceable against each of
SBC and Merger Sub in accordance with its terms, subject to
the Bankruptcy and Egquity Exception. SBC has received the
opinion of its financial advisors, Lazard Fréres & Co., in a
customary form and to the effect that the Merger
Consideration to be paid by SBC in the Merger is fair to SBC
from a financial point of view. The shares of SBC Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of SBC will have any preemptive right of
subscription or purchase in respect thereof.

(c) s i r=. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that SBC and Merger Sub
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have emplcvea _szars Treéeres % Co.

i as their financial
advisor.

ARTICLE 7T
Covenants

6.1. eris Nperaricons. (a) The Company

covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective Time
(unless SBC shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
except as otherwise expressly contemplated by this Agreement
or the Stock Option Agreement, in the Company Disclosure
Letter or as -equirzsid bv applicable Law):

(1) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual

course and, -0 the extent consistent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existing
relations and goodwill with customers, suppliers,

regulators, distributors, creditors, lessors, employees and
business associates:

(11) it shall not (A) amend its
certificate of incorporation or by-laws or amend, modify or
terminate the Rights Agreement; (B) split, combine,
subdivide or reclassify its outstanding shares of capital
stock; (C) declare, set aside or pay any dividend payable in
cash, stock or property in respect of any capital stock,
other than per share regular quarterly cash dividends not in
excess of $0.44 per Company Share; or (D) repurchase, redeem -
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company’s Employee Stock Ownership Plan) to
purchase or otherwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock:

(iid) neither it nor any of its
Subsidiaries shall knowingly take any action that would
prevent the Merger from qualifying for "pooling of
interests" accounting treatment or as a tax-free
"reorganization” within the meaning of Section 368 (a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect:’
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riv) neirther it nor any 2f Its
Subsidiarizs znail T=arminate, =staplish, adopt, 23nter into,
make any new Irants Ir awards under, zmend or otherwise
modify, any T:.mpensati:zn and 2enefit Plans or increase the
salary, w~wage, zonus -r cther compensation of any directors,
officers or a2mpicees =zxcept [(A) Ior grants cr awarss to
directors, officers and empioyees of it or its Subsidiaries
under existing Ccmpensation and Benefit Plans in such
amounts and cn such terms as are consistent with past

practice, (B) -n the normal and usual course of business

(which shall include normal periodic performance reviews and

related compensation and benefit increases and the provision
of individual Tompensation and Benefit Plans consistent with
past practice for promoted or newiy hired officers and
employees and the adoption of Compensation and Benefit Plans
for employees <f new Subsidiaries in amounts and on terms
consistent with gpast practice) or (C) for actlions necessary
to satisfy existing contractual obligations under

Compensation and Benerfit Plans existing as of the date
hereof:

-
-
»

(v} neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short-
term indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its

Subsidiaries' outstanding senicr indebtedness would be rated
lower than A by Standard & Poor's;

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital

expenditure budget for such year, a copy of which has been
provided to SBC, plus $100 million;

{vii) except as contemplated by
Section 6.l1(a)(iv), neither the Company nor any of its

Subsidiaries shall issue, deliver, sell, or encumber shares
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire, any such shares except the option granted under the
Stock Option Agreement, options outstanding on the date
hereof under the Stock Plans, awards of options and
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restricted sSTtIcX sranted nerear:ts

£ 2nder zhe Stock Plans in
the ordinary =-curse :-I tusiness
c

-
in accoraance with this

Agreement znd snares izsuable pursuant ©> such cptions and

awards;

(viii) neither it nor any of its
Subsidiaries shall spend in excess of $50 million in any
calendar year -o acquire any business, whether by merger,
consolidaticn, purchase of property or assets or otherwise
(valuing any non-cash consideration at its fair market value
as of the date of the agreement for such acquisition). Forx
purposes of this clause (viii), the amount spent with
respect to any acguisition shall be deemed to include the
aggregate amount of capital expenditures that the Company is
obligated to make 3t any time or plans to make as result of
such acquisition within two years after the date of
acquisition:

(ix) neither it nor its Subsidiaries
shall enter any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunications business or enter into or extend any
telecommunications business outside the geographic areas

served by it and its Subsidiaries as of the date of this
Agreement; and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective Time to do
any of the foregoing after the Effective Time.

(b) SBC covenants and agrees as to itself and its
Subsidiaries that, after the date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this Agreement or in the SBC Disclosure
Letter or as required by applicable Law):

(i) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
would prohibit or hinder, impede or delay in any material
respect the Merger or the consummation of the transactions
contemplated hereby; (B) declare, set aside or pay any
dividend or other distribution payable in cash or property
(other than SBC Common Stock) in respect of any capital
stock, other than per share regular quarterly cash
dividends; or (C) repurchase, redeem or otherwise acquire,
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or permic anv -I 1ts Subsidiaries
acquire, =sxcect 11 open market
with the SBC Z:tzck Plans, any shares of its capital stock or

any securicies :zznvertible into or excnangeaole £or any
shares of its czpital stock:

£o purchase <Ir ctherwise
=ransacctions or in connection

(ii) neither it nor any of :its
Subsidiaries shall xnowingly take any action that would
prevent the Merger Zrom gualifying as a tax~-free
"reorganizaticn” within the meaning of Section 268(a) of the
Code or that would cause any of its representations and
warranties herein toc become untrue in any material respect,
provided, however, that nothing contained herein shall limit

the ability of SBC to exercise its rights under the Stock
Option Agreement:; and

(Lid) neither it nor any of its
Subsidiaries will authorize or enter into an agreement to do
any of the foregoing.

(c} SBC and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other carty if signed by the Chief Executive Officer,

Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. BAcqguisition Proposals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and that it shall direct and use its best efforts to
cause its and 1ts Subsidiaries’' Representatives not to,
directly or indirectly, initiate, solicit, encourage or
otherwise facilitate any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or similar transaction
involving it, or any purchase of, or tender offer for, 15%
or more of the equity securities of it or any of its
Subsidiaries listed on Schedule 1 or 15% or more of its and
its Subsidiaries’ assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer being

hereinafter referred to as an "Agqguisition Propgsal”™). The
Company further agrees that neither it nor any of its

Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its

best efforts to cause its Representatives not to, directly
or indirectly, have any discussions with or provide any
confidential information or data to any Person relating to
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an Acquisiticn Proposal c©r engage in any negotlations

concerning an Acquisit.on 2roposal, or otherwise Zacilitate
any effort cr attampr =5 make or :impiement an Acquisition
Proposal: proviced, -owever, that nothing contained in this

Agreement shall prevent the Company cr its board of

directors £from (A) complying with Rule l4e-2 promuigated
under the

Exchange Act with regard to an Acquisiticn
Proposal:; (B) making any disclosure to the Company’s
shareholders if, in the good faith judgment of the board of
directors of the Company, failure so to disclose would be
inconsistent with its obligations under applicable law:
"(C}) engaging in any discussions or negotiations with or.
providing any information to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date nereof:; or (D) recommending such an
Acquisition Proposal to the shareholders of the Company if
and only to the extent that, in such case referred to in
clause (C) or (D), the board of directors of the Company
concludes in good faith (after consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being completed, taking into account
all legal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated, result in a transaction more favorable to the
Company's shareholders from a financial point of view than
the transaction contemplated by this Agreement (any such
more favorable Acquisition Proposal being referred to in
this Agreement as a "Syperior Proposal"). The Company
agrees that it will immediately cease and cause to be
terminated any existing activities, discussions or
negotiations with any parties conducted heretofore with
respact to any Acquisition Proposal. The Company also
agrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
Proposal to return all confidential information heretofore

furnished to such Person by or on behalf of it or any of its
Subsidiaries.

(b) The Company agrees that it will take the
necessary steps to promptly inform the individuals or
entities referred to in the first sentence hereof of the
“obligations undertaken in this Section 6.2. The Company
agrees that it will notify SBC promptly if any such
inquiries, proposals or offers are received by, any such
information is requested from, or any such discussions or
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negotiaticns ire sougn: > pe initiated or continued with,
any -f the I:mpanv’:= Representatives indicating, in
conneczion with such notize, the name ~f such Person and the
material terms :na ccnaitisns of any croposals or offers and
thereafter shalil -eep ZBC :iaformed, on & current basis, of
the status zna materizl terms of any such proposals or

offers and :zhe status cf any such discussions or
negotiations.

6.3. Informatizon Suppliad. The Company and SBC
each agrees, as to itself and its Subsidiaries, that none of
the information supplied or to be supplied by it or its
Subsidiaries Zor Iaclusion or incorporation by reference in
(1) the Registration Statement on Form S~4 to be filed with
the SEC by SBC in conneczion with the issuance of shares of
SBC Common Stock -n the Merger (including the proxy
statement asnd prospectus (the "Prospectus/Proxy Statament”)
constituting a part thereof) (the "S=4 Registration
Starement”! will, at the time the S-4 Registration Statement
becomes effective under the Securities Act, and (ii) the
Prospectus/Proxy Statement and any amendment or supplement
thereto will, at the date of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any untrue statement of a material fact or omit to
state-any material fact required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. If at any time prior to the Effective Time any
information relating to SBC or the Company, or any of their
respecrtive affiliates, officers or directors, should be
discovered by SBC or the Company which should be set forth
in an amendment or supplement to any of the S-4 Registration
Statement or the Prospectus/Proxy Statement, so that any of
such documents would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statements therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly
notify the other parties hereto and an appropriate amendment
or supplement describing such information shall be promptly
filed with the SEC and, to the extent required by law,
disseminated to the shareholders of the Company.

6.4. Shareholders Meeting. The Company will
take, in accordance with applicable law and its certificate
of incorporation and by-~laws, all action necessary to

convene a meeting of holders of Company Shares (the
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"Sharannisare 'lagrs~~it

semptl, as cractiiable after the
.5 decizrea effective TZ consider
T £ z—his Agreement and tlle Merger.
Unless the ccarzs -f direczors cf —he Company determines in
good faith zfz2r zzonsulcation with outside l=2gal counsel
that to do so would resuit in a failure zZo comply with its
fiduciary dutias under zppiicable law, the Company's board
of directors snail recocmmend approval of this Agreement and

the Merger z=nd shall take all lawful action to solicit such
approval. )

3
S-4 Regisztracocon Statemen
and 7ote upor the appreval

‘2 La. VG
6.S. J3n ar * 4 - £ 3 ol

(a) SBC and the Company shall promptly prepare and filte

with the SEC -he Prospectus/Proxy Statement, and SBC shall
prepare and file with the SEC the S-4 Registration tStatement
as promptly as cracticaple. SBC and the Company each shall
use all reasonaple efforts to have the S~4 Registration

Statement deciared effective under the Securities Act as
promptly as practicable after such filing, and promptly
thereafter mail the Prospectus/Proxy Statement to the
shareholders cf the Company. SBC shall alsc use all
reasonable efforrs to obtain prior to the effective date of
the S-4 Registration Statement all necessary state
securities law or "blue sky” permits and approvals required
in connection with the Merger and to consummate the other

transactions contemplated by this Agreement and will pay all
expenses incident thereto.

(b) The Company and SBC each shall use-alk~
reasonable efforts to cause to be delivered to the otlrer

party and its directors (i) letters of its independent
auditors, dated (A) the date on which the S-4 Registration
Statement shall become effective and (B) the Closing Date,
and addressed to the other party and its directors, in fozrm
and substance customary for "comfort" letters delivered by
independent public accountants in connection with registra-
tion statements similar to the S-4 Registration Statement,
and (ii) a letter from its independent auditors addressed to
SBC and the Company, dated as of the Closing Date, stating

their opinion that the Merger will qualify for pooling-of-
interests accounting treatment.

(e) The Company and SBC shall cooperate with
the other and use (and shall cause their respective Subsidi-
aries to use) their respective best efforts to take or cause
to be taken all actions, and do or cause to be done all
things, necessary, proper or advisable on its part under
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this Agreemen: :=nd zhe Stock Cption agreement :nd zppllicable
Laws ©O consummats 3nd make effective the Merger zand the
other Transac:tians

contempiated bty chis Agreement and the
Stock Optisn =Jreement as soon as practicable, lncluding
preparing ana Iiling as cromptly as cracticable all
documentation :> effsct all necessary applications, notices,
petitions, Zilings and other documents and to obtain as
promptly as practicable all consents, registrations,
approvals, gpermits and authorizations necessary or advisable
to be obtained Zrom any third party and/or any Governmental
Entity in order to consummate the Merger or any of the other
transactions contemplated by this Agreement or the Stock
Option Agreement: provided, however, that nothing in this
Section 6.5 shall require, or be construed to require, SBC
or'the Companv =o proffer; or agree to, any concession to
any Governmenc:zi EZatitv if (i) such concession is reasonably
likely to have a Material Adverse Effect on the Company
following the Zffective Time, (ii) such concession is
reasonably likely to have a Material Adverse Effect on SBC
following the Zffective Time (it being understood that, fer
this purpose, materiality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SBC and
its Subsidiaries, taken as a whole, and taking into account
any material restrictions on the ability of SBC or any of
its Significant Subsidiaries to conduct its operations as
currently conducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
information, SBC and the Company shall have the right -to
review in advance, and tc the extent practicable each will
consult the other on, all the information relating to SBC or
the Company, as the case may be, and any of their respective
Subsidiaries, that appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,

each of the Company and SBC shall act reasonably and as
promptly as practicable.

(d) Subject to applicable laws relating to the
exchange of information, the Company and SBC each shall,

upon request by the other, furnish the other with all
information concerning itself, its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the
Prospectus/Proxy Statement, the S-4 Registration Statement
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(e) The Zompany and SBC each shall keep the
other apprised cI the status of matters relating to comple-
tion of the transacticns contemplated hereby, including
promptly furnishing the other with copies of notices or
other communications received by SBC or the Company, as the
case may be, >r any ~f its Subsidiaries, from any third
party and/or any Governmental Entity with respect to the
Merger and the other -~ransactions contemplated by this
Agreement or -he Ztocx Tption Agreement. ESacn of the
Company and SEC snail Jive prompt notice to the other of any
change that is reasonably likely to result in a Material

Adverse Effec:t on it or of any failure of any of the

conditions to the <ther carty’s obligations to effect the
Merger set forth in Article VII.

6.6. Accass: ~onsultation. (a) Upon reasonable
notice, and except as may otherwise be required by appli-
cable law, the Company and SBC each shall (and shall cause
its Subsidiaries to) afford the other's and the cother's
Subsidiaries’' employees, agents and representatives
(including any investment banker, attorney or accountant
retained by the other or any of the other's
Subsidiaries) (such officers, directors, emplovees, agents
and representatives be.ng referred to in this Agreement,
with respect to the Company or SBC, as the context cequires,
as such party's "Sepresentatives") reasonable access, during
normal business hours throughout the period prior to the
Effective Time, =0 its properties, books, contracts and
records and, during such period, each shall (and shall cause
its Subsidiaries to) furnish promptly to the other all
information concerning its business, properties and
personnel as may reasonably be requested, provided that no
investigation pursuant to this Section shall affect or be
deemed to modify any representation or warranty made by the
Company, SBC or Merger Sub hereunder, and provided, fuxcher,
that the foregoing shall not require the Company or SBC to
permit any inspection, or to disclose any information, that
in the reasonable judgment of the Company or SBC, as the
case may be, would violate applicable law or any of its
obligations with respect to confidentiality or would result

NY12525: 151830.10 -36-



in the disclizsure <f any -zade sacrets of third carties if
the Company <z 33C, zs the case may ce, shall have used all
reasonable sffz-tz 5 obtain the cznsent of such third party
TO such iaspescti:n <r disciosure. All requests for

informatizcn made ctursuant

-5 this Sect=on shall ke directed
to an execu:.ve

izer cf the Company or SBC, as the case
may ce, Sr such Person as may te des;gnated by any such
executive offi:er, as the case may te. All information
provided pursuant <o this Section 6.6 shall be governed by
the terms of the Confidentiality Agreement.

-

U 0

(b) Subject to the Confidentiality Agreement
and to Sect:oon 5.16, from the date hereof to the Effective
Time, SBC and the Company agree to consult with each other

on a regular tasis on a schedule to be agreed with regard to
their respective orerations.

(c) from the date hereof to the Effective Time,
the Company agrees :to notify SBC in advance of any issuance

by the Company cr any of its Subsidiaries of any long-term
debt or preferzed stock.

6.7. Affiliatees. (a) Each of the Company and
SBC shall deliver to the other a letter identifying all
Persons whom such party believes to be, at the date of the
Shareholders Meering, "affiliates” of such party for
purposes of applicable interpretations regarding use of the
pooling-of~interests accounting method and, in the case of
"affiliates” of the Company, for purposes of Rule 145 under
the 1933 Act. CStach of the Company and SBC shall use all
reasonable efforts to cause each Person who is identified as
an "affiliate” in the letter referred to above to deliver to
SBC prior to the date of the Shareholders Meeting a written
agreement, in the form attached hereto as Exhibit C, in the
case of affiliates of the Company (the "Company Affiliatels
Letter”), and Exhibit D, in the case of affiliates of SBC
(the "SBC Affiliate’s Letter”}. Prior to the Effective
Time, each of the Company and SBC shall use all reasonable
efforts to cause each additional Person who is identified as

an "affiliate” to execute the applicable written agreement
as set forth in this Section 6.7.

(b) If the Merger would otherwise qualify for
pooling-of-interests accounting treatment, shares of SBC

Common Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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combinea :gerzticns :-I SBC znd =he <cmpany shall have been
publishea within *ne meaning of Section €91.01 =2 che SEC':
Codificatzzn =Z Tinancial Reporzing Policies, regardless of
whether zach =zuch affiliace has grovided the written
agreement :2fa2rreda > i1n this Secticn, 2XcCept Tl the extent
permitted v, ina in accordance with, SEC Accountiag Series
Release .25 and ZZC Ztaff Accounting Bulletins 65 and 76.
Any Company shares held by any such affiliace shall not be
transferaple, regardless of whether such affiliate has
provided the applicable written agreement referred to in
this Section, if such transfer, either alone or in the
aggregate with other transfers by affiliates, would preclude
SBC's abillty to account for the business combination to be
effected by the Merger as a pooling of interests. The
Company shall not ragister the transfer of any Certificate,
unless such “zanscer -s made in compiiance with the
foregoing.

6.8. e T 3 - SBC
shall use its best efforts to cause the shares of SBC Commcn
Stock to be issued in the Merger to be approved for listing
on the NYSE, subject to official notice of issuance, prior
to the Closing Date. The Surviving Corporation shall use
its best efforts to cause the Company Shares to be de-listed
from the NYSE and the Pacific Exchange and de-registered

under the Exchange Act as soon as practicable following the
Effective Time.

6.9. Bublicitvy. The initial press release with
respect to the Merger shall be a joint press release, and
thereaftzr the Company and SBC =ach shall consult with each
other prior to issuing any press releases or otherwise
making public announcements with respect to the Merger and
the other transactions contemplated by this Agreement and
the Stock Option Agreement and prior to making any filings
with any third party and/or any Governmental Entity
(including any national securities exchange) with respect
thereto, except as may be required by law or by obligations

pursuant to any listing agreement with or rules of any
national securities exchange.

6.10. Bepefits.
(a) sfock options.

(i) At the Effective Time, each
outstanding option to purchase Company Shares (a “"Company

NY12525: 181850.10 -38-
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same terms =na ccnditicns as were app;;canl° under such
Company Opt=:cn, zfter ziving effect =0 any provisicn
requiring ctne T2IESTIRg <

£ any Company Cpticn as & result of
the transac:zi:ns ccntempiated by this Agreement, the same
number of shares cf S3C Common Stock as the holder zf such
Company Option would have been entitled to receive pursuant
to the Merger nad such holder =xercised such Company Option
in full immediately prior to the Effective Time (rounded
down to the. nearest whole number) (a "Substitute optisn”),
at an exercise price per share (rounded up to the nearest
whole cent) equal to (y) the aggregate exercise price for
the Company Shares otherwise purchasable pursuant to such
Company Option divided bty !z) the number of £full shares of
SBC Common Stock deemea curchasable pursuant td such Company
Option in acccrcance with the foregoing. At or pricr to the
Effective Time, the Company shall make all necessary
arrangements with respect to the Stock Plans, including any
necessary amendments theretc, to permit the assumption of
the unexercised Company Options by SBC pursuant to this
Section and no later than five business days after the
Effective Time S3C shall register under the Securities Act
of 1933 on Form S-8 or other appropriate form (and use its
best efforts to maintain the effectiveness thereof) shares
of SBC Common Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Time, the Company shall deliver to the participants in the
Stock Plans appropriate notices setting forth such

participants’ rights pursuant to such assumed Company
Options.

(ii) Effective at the Effective Time,
SBC shall assume each Company Option in accordance with the
terms of the Stock Plan under which it was issued and the
stock option agreement by which it is evidenced.

(b) Employvee Benafits. SBC agrees that it
shall cause the Surviving Corporation for at least tWO Yyears
after the Effective Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aggregacte, than the Company’s Compensation and
Benefit Plans; provided, however, if during this period SBC
implements any widespread increase or decrease in benefits
under compensation and benefit plans or in the cost thereof
to participants under compensation and benefit plans
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appiilzable -z zmplil:vees :F SBC znd 1:s3 Subsidiaries other
zhan zhe Z.zwivinz Tirgcrzazticon and Lts Subsidiariss;, :the
Surviving CJ:szocratiin saall provorticnately adjust the
penefits uncer -ne l:ompany's compensation and benefl: plans
or the cg2st Tnereos o :a:t::;;an:s. 'nd nravides, Iuarcmaer,
Wwith respec: > smpicvees Wwno are supject °5 cCollective
bargaining, =il zenefitz shall be prOVldEQ in accordance

with the &b

piizabple ccllective bargaining agreement. SBC
shall, and =nail cause :zne Surviving Corporation to, honor,
pursuant to their zerms, all empioyee benefit obligations to
current and fsrmer e

mpicyees under the Compensation and
Benefit Plans.

6..1. IXpercses, Except as otherwise provided in
Section 6..8 =r 2.Z(b), wnether or not the Merger .s
consummatea, il ITSTI ind expenses Licurred In connect.on
wlith this Agreement :na zne Merger and the other
transactions contempiated by this Agreement shall be paid by
the party incursing such cost or expense, except that
expenses .Lncurred .n cznnection with the filing fee for the
S-4 Registration Statement and printing and mailing che
Prospectus/Proxy Ctatement and the S-4 Registration
Statement and the Iiling fee under the HSR Act shall be
shared equally by SBC and the Company.

6.12. Lfication: c ! babl :
Insurance. (a) From and after the Effective Time, SBC
agrees that :t will indemnify and hold harmless each present
and former director and officer of the Company (when acting
in such capacity) determined as of the Effective Time (the
"Iodemnifiad Carc-ac"', against any cOStS or expenses
(including zeasonaple attorneys' £fees), judgments, f{ines,
losses, claims, damages or liabilities (collectively,
"Costs") incurred in connection with any claim, action,
suit, proceeding or investigation, whether civil, criminal,
administrative or investigative, arising out of or pertain-
ing to matters existing or occurring at or prior to the
Effective Time, whether asserted or claimed prior to, at or
after the Effective Time, to the fullest extent that the
Company would have been permitted under Connecticut law and
its certificate of incorporation or by-laws in effect on the
date hereof to indemnify such Person (and SBC shall also
advance expenses as incurred to the fullest extent permitted
under applicable law, provided the Person to whom expenses
are advanced provides an undertaking to repay such advances

if it is ultimartely determined that such Person is not
entitled to indemnification).
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not mater:ailv

claim, acticn, / proceeding or iavestigation (whether
arising befcre fter the Effective Time), (i) SBC or the
Surviving Corpcrat-on shall have the right to assume the
defense thereor ana SBC shall not be liable to such
Indemnified Parties for any legal expenses of other counsel
or any other expenses subseguently incurred by such Indemni-
fied Parties in connection with the defense thereof, except

that if SBC or zthe Surviving Corporation elects not to

assume such <Zefense 2r zounseil for the Indemnified Parties

advises that there are Lssues which raise conflicts of
interest between SBC or the Surviving Corporation and the
Indemnified Part:es, the Indemnified Parties may retain
counsel satisfactcry ©o them, and SBC or the Surviving
Corporation shail pay all reasonable fees and expenses of
such counsel Zor the Indemnified Parties promptly as state-
ments therefcr sre received: provided, however, that SBC
shall be obligated pursuant to this paragraph (b) to pay for
only one f£irm cf counsel for all Indemnified Parties in any
jurisdiction, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) SBC shall not be

liable for any settlement effected without its prior written
consent.

{c) SBC cr the Surviving Corporation shall
maintain a policy of officers' and directors' liability
insurance for acts and omissions occurring prior to the
Effective Time ("D&0 Tnsurapce”) with coverage in amount and
scope at least as favorable as the Company's existing
directors’' and officers' liability insurance coverage for a
period of six years after the Effective Time:; provided,
however, if the existing D&0 Insurance expires, is
terminated or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175% of the last
annual premium paid prior to the date hereof (the "Current
Bremium"), in each case during such six year period, SBC or
the Surviving Corporation will use its best efforts to
obtain D&0 Insurance in an amount and scope as great as can
be obtained for the remainder of such period for a premium

not in excess (on an annualized basis) of 175% of the
Current Premium.
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cdl ZE ZEC :r zne Zurviving SSIPOraTtiInl Cr any
2f 1ts successciz or ozssizns L) spail consolldate witd or
merge intc znv Ither Tsrgoraticn or entity and shall 1ot be
the continuilnzs tr surviving Sorpcratisn or entity < such
zonsolidatizn :r merger tr 'i1i) snall =-zansfer ail or
substantizily 21l °f LIs cropertiess and assSets TO any
individual, :csrpcratisn cr other entity, then and 1n each
such case, crcrer ctrovisicns shall be made so that zhe
sucecessors anc 2ssigns £ $23C or the Surviving Corgoration,
as the case mav be, shall assume z1l of the cbligations set

forth in this Secrtion.

(e) The crovisions cf this Secticn are intended
to be for the cenefi: of, and shall be enforceable by, each
of the Indemn.Zied Parz-.es, <heir heirs and their
representat.-es.

6.13. Takeover cStatute. If any Takeover Statute
is or may beccme applicable to the Merger or the other
transactions contemplated ty this Agreement or the Stock
Option Agreement, eacnh party hereto and its board of
direcrors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum-
mated as promptly as practicable on the terms contemplated
by this Agreement or the Stock Option Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regqulation on such transactions.

6.14. Dividends. The Company shall coordinate
with SBC the ceclaration, setting of record dates and
payment dates of dividends on Company Shares so that holders
of Company Shares do not receive dividends on both Company
Shares and SBC Common Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or SBC Common Stock
received in the Merger in respect of any calendar quarter.

6.15. i tiality. The Company and SBC each
acknowledges and confirms that it has entered into a

Confidentiality and Non-Disclosure Agreement, dated

October 22, 13997 (the "Copfidentiality Agreemenc”), and that
the Confidentiality Agreement shall remain in full force and

effect in accordance with its terms, whether or not the
Merger is consummated.

6-16. »r 1 * C 1 - L .
Nothing contained in this Agreement shall give SBC, directly
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[a)

..... , I1ZI0TI s contIsli tr direct the Ccmpanv's
Operations tricsr T the Zffactivve Time. Pricr o i
2ffective Time, -he I:cmpany shall =vxerc:se, :Ionsistent with
the terms znc ~<:cndi:izons =f zhis Agresement, Zompisete control
and superwiszzcn I I cperaticns

6..7. IT3X Tenvasanr=rion Tatvars, Tor gurroses of

o)
the tax opin:icnas ibed in Sectizns ".2{(c) and 7.3(c) of

descr:
this Agreement, =zach =f the Company and SBC shall prcvide
representaticn lettars

, -n form and substance reasonably
satisfactory to the Company and SBC, each dated as of the

date that is two pusiness days prior to the date the
Prospectus/Proxy Statement i1s first mailed to sharenholders
of the Companv and reissued as of <he Closing late.

6..8. Izaness=r T3ves. All state, locai,
or provincial zales, u:se, real property transfizr, sStock
transfer or similar Taxes (including any interest or
penalties with respect thereto) attributable to the Merger
(collectiveiy, =he "Trapnsfer Taxec"!' shall be timeivy paid by
the Company, which payments, if any, shall be made Irom the

Escrow Account 1f required by Section 4.S5.

Ioreign

ARTICLE VII
Conditions
7.1. congQissonme ~n Tach Sapewris Obligar-on "0
RLlact rhe Moarsar, The respective obligation of each party
to effect the Merger :s subject to the satisfaction or

waiver at or prior to the Effective Time of each of the
following conditions:

(a) Shareholder Approval. This Agreement shall
have been duly approved by holders of Company Shares
constituting the Company Requisite Vote:

(b) NYSE _risting. The shares of SBC Common

Stock issuable to the Company shareholders pursuant to this

Agreement shall have been approved for listing on the NYSE
subject to official notice of issuance.

(c) Governmental Consents. The waiting period

applicable to the consummation of the Merger under the HSR
Act shall have expired or been terminated and all macerial
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“ompany Feguizsza Tlnsent
with the 7T

d S2C fequiyred Consents Irom cr
shail nhave zZ=2en Tage -r cpta:l

ner Zovernmental Iatily
sursuant I3 a tinal Qrder,

free <f zny ztnalticins zdverss =2 the Company or S3C ‘other
than Zor zznzizicns tnat L) are not r-easonably likely,
individuall; =r .o tne aggregate, 2 nave & Mater.zl Adverse

Zffect con the Zompany following cthe Zffective Time, or

(1i) are not :-easonaply likely to have a Material Adverse
Effect on SBC Ixll:cwing zhe Effective Time (it being
understood that, Ior chis purpose, materiality shall be
determined with reference to the total enterprise value of
the Company and .:ts Subsidiaries, taken as a whole, rather
than that of 23C 3na -ts Subsidiaries, taken as a whole, and
taking into acccunt sny material restrictions on

the ability
of SBC or any I .tz Zignificant Subsidiaries to conduct its
operations a2 IurIantl, conaucted or as proposed O be

conducted by Lt ).

b for the purposes of this Agreement,
"Einal Order" means an action or decision that has been
granted as t> whlch ‘a) no request for a stay or any similar
request is penaing, no stay is in effect, the action or
decision has not teen vacated, reversed, set aside, annulled
or suspended and any deadline for filing such a request that
may be designated by statute or regqulation has passed, (b)
no petition Icr -ehearing or reconsideration or application
for review is pending and the time for the filing of any
such petition or application has passed, (c) none of the
FCC, the DPUC or any other Governmental Entity has the
action or decision under reconsideration on its own motion
and the cime within which it may effect such reconsideration
has passed and (d) no appeai is pending (including other
administrat.ve or sudic:al review; or in effecrt and any
deadline for filing any such appeal that may be specified by
statute or rule has passed, which in any such case (a), (b),
(¢) or (d) is reasonably likely to result in vacating,
reversing, setting aside, annulling, suspending or modifying
such action or decision (in any such case in a manner which

would have a Material Adverse Effect on SBC or the Company
following the Effective Time).

(d) Laws _and Orders. No Governmental Entity of
competent jurisdiction shall have enacted, issued,
promulgated, enforced or entered any Law (whether temporary,
preliminary or permanent) that is in effect and restrains,
enjoins or otherwise prohibits consummation of the Merger or
the other transactions contemplated by this Agreement or
that is, individually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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= T zn 32C :- =ne I:zmpanv <collactovely, an "Z2xgezx"', and
none cf =ne Izparzment = Justize, :the ~ederzl Traae
Commission, =ne 727 -r <he -ZPUC :shall have Ilastituted any
proceedins :r <Threatsneq ln writing or fublicly znnounced
LTS Latenzticn I LnSTLTUTe 3Ny Troceeding seexing any such
Order

—

e) S-d. The 2-4 Registration Statement shall
have beccme ef ect.v7e under =he Securities Act. No stop
order suspending the effectiveness of the S-4 Registration
Statement shail have been issued, and no proceedings for

that purpose shall have teen initiated or be threatened by
the SEC.

7.2. congiscone =m Obli=arions ~f S8C a2nd Merger
SuR. The oplizact:zcns of SBC and Merger Sub to eifect the
Merger are also subject %o the satisfaction or waiver by SBC
at or prior =o the Effective Time of the following
conditions:

(a) racanratrs W

jas. The
representations and warranties of the Company set forth in

this Agreement (i) to the extent qualified by Material
Adverse Effect shall be true and correct and (ii) to the
extent not qualified by Material Adverse Effect shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct,
together, do not have a Material Adverse Effect on the
Company, in each case (i) and (ii), as of the date of this
Agreement and (except -0 the extent such representations and
warranties speak as of an earlier date} as of the Closing
Date as though made on and as of the Closing Date, and SBC
shall have received a certificate signed on behalf of the

Company by an executive officer of the Company to such
effect.

taken

(b) £ p A
The Company shall have performed all material obligations
required to be performed by it under this Agreement at or
prior to the Closing Date, and SBC shall have received a

certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

(e) Tax Opinion. SBC shall have received the
opinion of Sullivan & Cromwell, special counsel to SBC,

dated the Closing Date, to the effect that the Merger will
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ne treatesd

1]
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D
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=pa erz. .ngome TiX Curpcses &s @ reorganiza-
cion within <ne meaning <Z Seczicn 258(a) <f the Ccde, and
that =ach < 23C, dergsr Sub and the Company will be a party
£o that reorzanizzticn within the meaning cf Section 268 (b)
of the Code: .z teinzy :nderstcoa zhat in rendering such
opinion, sucn IiX counsei zhall be entitled to rely upon
representaticns ctrovided by the carties hereto in the
representation _2tters referred to in Section 6.17.

(d) Dissen=:~g Sharee. The Dissenting Shares

shall not constizute more than 9% of the aggregate number of
Company Shares outstanding immediately prior to the
Effective Time crovided, however, that -his condition shall
be deemed to be waived ty SBC if the condition set Zorth in
Section 7.2(e) s deemea waived bty SBC cursuant o the
proviso to Sectizn T.l (e}

LI I WA )

(e) S s' Tertar.  SBC shall have
received a letter from -.ts independent public accounting
firm to the effect that the Merger will qualify for
"pooling-of-interests”" accounting treatment: provided,
however, that this condition shall be deemed to be waived by
SBC if SBC's independent accounting firm shall have failed

to deliver such letter solely as a result of one or more SBC
Pooling Act:ions.

For purposes of this Section 7.2(e), "SBC Pooling
Action” shall mean (i) any action taken by SBC or any of its
Subsidiaries after the date hereof that would prevent the
Merger from gualifying for "pooling-of-interests" accounting
treatment if any of the executive officers of SBC actually
knew or, after appropr:iate inquiry, should have known that
such action would prevent the Merger from qualifying for
"pooling-of-interests"” accounting treatment, (ii) the escrow
arrangements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangements has not been
waived by SBC in accordance with Section 4.5 and (iii) any
condition existing on the date hereof which, with reference
only to SBC and its Subsidiaries, would prevent the Merger
from qualifying for "pooling-of-interests" accounting treat-
ment under the currently published and effective guidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board

and the SEC relating to "pooling-of-interests” accounting
treatment.
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L3 soomLTinne == ApRli~apsan ~F -t@ Comwanvy,
The obligat.zn =Z zRe Ilsmpanyv o effect the Merger .3 also
subject <o tne z3TlsIacticn Or waiver Ty the CZmpany it or
prior to the Z:ifsctive Time <f <he Zsilowing conditions:

(a) Reprecencarions 3nd Yarrantizs. The

representati:ns ana warranties of SBC and Merger Sub set
forth in this Agreement 'i) to the extent guailified by
Material Adverse EZffect =pail be true and correct, and

(ii) to the extent not gualified by Material Adverse Effect
shall be true and correct, except that this clause {ii)
shall be deemed satisfied so long as any failures of such
representations and warranties o be true and correct, taken
together, do not have a Material Adverse Effect on SBC, in
each case i) and 'ii), as cf the date of this Agreement and
(except <o tihe =T8Nt Zuch representations and wWwarrznules
speak as of an earller date) as of the Closing Date as

though made on and as of the Closing Date, and the Company
shall have received a certificate signed on benalf of SBC by
an executive cfficer of SBC to such eiffecrt.

(b) rEn a i 5 3
Merger Sub. =tSacn of SBC and Merger Sub shall have performed
all material obligations required to be performed by it
under this Agreement at or prior to the Closing Date, and
the Company shall have received a certificate signed on

behalf of SBC and Merger Sub by an executive officer of SBC
to such effecrt.

(e) Tax 2pinion. The Company shall have
received the cpinicn of Cravath, Swaine & Moore, counsel to
the Company, dated the Closing Date, to the effect that the
Merger will be treated for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) of the
Code, and that each of SBC, Merger Sub and the Company will
be a party to that reorganization within the meaning of
Section 368(b) of the Code: it being understood that in
rendering such opinion, such tax counsel shall be entitled
to rely upon representations provided by the parties hereto
in the representation letters referred toc in Section 6.17.
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agreement nmay
at any twme ¢
after the appr

~-nsent. This
tnated and =:=e Merﬂer may ce abandoned
b ~nhe Zffect.ve Time, whetner before or
val zv sharenolcders of :the Companv referred
O in Section ~.l{al, oY mutual written consent >f the
Company and SEBC, cv action of their respective boards of
directors.

8.2. Tarmi-atieon by Tithar SBC or the Company.
This Agreement nay ce zerminated and the Merger may be
abandonea at znv -“ime zr:i:or to the tffective Time by action
of the boarc I zireczzrs of either SBC or the Ccmpany if
(1) the Merger =zna.. not have been consummated bty December
31, 1998, whether sucn date is before or after the date of
approval by the sharenclders of the Company (the
"Terminarion Tate"'; crovided, however, that 1f the Company
or SBC aetermines -hat additional time :is necessary in

connection with obtaining a Company Required Consent or a

SBC Required Consent from or with the FCC, the DPUC or any
other Governmentai Entity, the Termination Date may be
extended by the Company or SBC from time to time by written
notice to the other party to a date no later than June 30,
1999 (the “Exgended Tarmination Date”), {ii) the approval of
the Company's sharenclders required by Section 7.l1(a) shall
not have been obtained at a meeting duly convened therefor
or at any adjournment or postponement -—hereof or (iii) any
Order permanently restraining, enjoining or otherwise
prohibiting consummat.on of the Merger shall beccme final
and non-appealable (whether before or after the approval by
the shareholders of the Company); provided, that the right
to terminate this Agreement pursuant to clause (i) above
shall not be available to any party that has breached in any
material respect its obligations under this Agreement in any

manner that shall have proximately contributed to the
failure of the Merger o be consummated.

8.3. Termination by the Company. This Agreement
may be terminated and the Merger may be abandoned at any

time prior to the Effective Time, whether before or after
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{a) Z£ ., =zhe Zcmpany znall not have willfully
breached any <I zxe zerms < this Agreement 1 & manner
resulting in failure of a condition set Zorth 1in
Section 7.2(a) zr T.2(b), (ii) the board of directors of the
Company approves =2nter.ng into a binding written agreement
concerning & transaction that constitutes a Superior
Proposal and the Company notifies SBC in writing that the
Company wishes :t2 enter into such agreement, (iii) SBC does
not make, within Zive tusiness days of receipt of the
Company's written notification of its desire to enter into a
binding agreement Ior a Superior Proposal., an offer that the
board of directcrs ¢ zthe Company believes, in good faith
after consultation with :ts £inancial advisors, 1s at least
as favorable, from a financial point of view, to the
shareholders of the Company as the Superior Proposal, and
that contains z=2rms and conditions (other than with respect
to type or amount of consideration) that do not differ
materially from either the terms and conditions of this
Agreement or the terms and conditions of the proposed
agreement Zor such Superior Proposal and (iv) the Company
prior to such termination pays to SBC in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify SBC promptly if
its desire to enter into a written agreement referred to in

its notification shall change at any time after giving such
notification.

(b) If there has been a breach by SBC or Merger
Sub of any representation, warranty, covenant or agreement
contained in this Agreement which (i) would result in a
failure of a condition setr forth in Section 7.3(a) or 7.3(b)

and (ii) cannot be cured prior to the Extended Termination
Date.

8.4. Termination by SBC. This Agreement may be
terminated and the Merger may be abandoned at any time prior
to the Effective Time by action of the board of directors of
SBC if (i) the board of directors of the Company shall have
withdrawn or adversely modified its approval or
recommendation of this Agreement or failed to reconfirm its
recommendation of this Agreement within ten business days
after a written request by SBC to do so, provided that such
a request is made after the board of directors of the
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